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SWEDEN: _KEY ECONOMIC INDICATORS 


GDP BY COMPONENTS VALUE (1) PERCENTAGE VOLUME CHANGE 
SMILLIONS 


1990 1989 1990(p) 1991(e) (2) 
Personal Consumption 120,182 C1 ad +60.0 +1.0 


Total Public Consumption 62,066 +2.2 +1.3 +0.3 

(of which Central Government) 17337 +3.7 +0.7 -0.8 
Gross Investment 48,068 +10.9 +1.8 -3.5 

(of which Private Industry) 8,700 +13.9 -3.0 -13.0 
Inventory Formation (& % of GDP) 515 (+05) (+6..:3) (-0.3) 
Exports of Goods and Services 68,824 +2.4 +1.2 +1.3 
Imports of Goods and Services 69,100 72 +253 +1.4 
GDP 230,555 +2.1 +0.9 -0.5 


TRADE AND BALANCE OF PAYMENTS $BILLIONS BILLION SEK, CURRENT PRICES 
1989 1990(p) 1990(e) 
Exports of Goods, f.o.b. 304.8 33907 358.7 
Exports to United States (3) 30.9 29.9 N/A 
Imports of Goods, c.i.f. 280.5 314.7 335.53 
Imports from United States (3) 25.8 hee N/A 
Balance of Trade (4) +23.4 +20.0 +18.1 
Net Tourism -15.6 -19.9 -23.1 
Balance on Current Account -19.7 =335% -50.9 
Foreign Exchange Reserves 60.7 103.8 N/A 


MEMORANDUM ITEMS PERCENTAGE CHANGE 

; 1989 1990(p) 1991(e) 
Industrial Production ti.2 -2.0 -2.0 
Real Disp. Income, 1985 prices +1.9 +3.5 +2.4 
Av.Hrly Earnings in Industry +10.1 +9.5 +7.0 
Producer Prices, Annual Average (5) +7.4 +4.0 +3.7 
Consumer Prices, Annual Average +6.5 +10.4 +10.1 


AS MARKED 
Central Bank Discount Rate, Year-End 10.5% 11.5% N/A 
Money Supply, M3 (6), Year-End (Bil.SEK) 674.1 787.5 N/A 
Yield on Industrial Bonds, Annual Average 13.75% 14.45% N/A 
Labor Force, Annual Average (thousands) 4,527 4,577 4,600 
Open Unemployment Rate, Annual Average 1.4% 1.5% 2.5% 
Exchange Rate (7) (SEK per $1.00) 6.43 5.90 5.50 


p = preliminary; e = estimate 

1. Source for GDP component values, Economic Research Institute. 

2. Estimates from Preliminary National Budget Jan.1991, based on assumed 1991 
increases of 7 percent in wage cost and almost 8 percent in consumer prices. 
When our forecasts differ, it is so indicated in text. 

3. 1990 = 12-month period from Nov.1989 through Oct.1990. 

4. Includes statistical correction. 

5. Manufactured goods, excl. shipbuilding. Source, Economic Research 
Institute. 

6. M3 = sum of non-bank public deposits of all kinds in all types of banks, 
and notes and coins in circulation outside banks. 


7. Annual averages. 1991 = Embassy’s prediction, based on rate at time of 
writing (mid-Feb). 


Main imports from United States, Nov.1989-Oct.1990 ($million at average 
exchange rate of $1.00 = SEK 6.04): Electronic processing & communications 
equip., 944; machinery & appliances, 930; motor vehicles & other means of 
conveyance, 754; instruments & optical goods, 351; chemicals, 
pharmaceuticals, & plastic materials, 296; foods, beverages, & tobacco, 230; 
coal & coke, 58. 


Sources: Swedish Finance Ministry and its Economic Research Institute; 
Central Bank; Statistics Sweden; and Labor Market Board. 





SUMMARY 


The Swedish economy is in a slump. Industrial production has 
taken a sharp turn for the worse, unemployment is rising, 
inflation remains high, and the current account balance is moving 
deeper into the red. Overall growth in 1991 is officially 
forecast to decline. Sweden ranks at the bottom of the OECD’s 
list for projected member-country economic performance in 1991. 


There are some positive signs for the future, however. Both the 
Social Democratic government and its critics realize that the 
cure to what ails Sweden involves the taking of some bitter 
medicine as well as the institution of some positive 
confidence-building measures. The government is making concerted 
efforts to restrain wage increases to levels less harmful to the 
country’s competitiveness and is emphasizing the fight against 
inflation, currently around 10 percent, over the maintenance of 
full employment. Government fiscal policy continues to be tight 
despite the weak economic situation. Steps to increase domestic 
investment and to increase Swedish productivity are major 
components of recent government austerity plans. Partly to 
increase business and investor confidence, but also as a 
reflection of current European economic realities, the government 
recently announced its intention to apply for membership in the 
European Community (EC). And to the relief of the business 
community, the major political parties now agree that Sweden will 
not begin to phase out nuclear power during the present decade. 


The U.S. share of Swedish imports is growing. Stabilization of 
the dollar after the very high exchange rates that hampered U.S. 
exports in the mid-1980s has again made U.S. goods more 
attractive in Sweden, as elsewhere in Europe. U.S. exporters of 
price-sensitive commodities should find it easier to sell their 
products in Sweden these days, while exporters of staple 
high-technology and high-quality products will continue to find 
Sweden an interested and discriminating market. 


GENERAL BACKGROUND 


Sweden is an advanced, industrialized country with a high 
standard of living and an extensive social services system. 
Situated in northwestern Europe with a climate like that of 
Minnesota, this constitutional monarchy is slightly larger in 
area than California but has a population of only 8.4 million 
inhabitants. As a trading nation, Sweden is dependent on world 
economic developments and must adjust to them. 


The country has a modern distribution system, excellent internal 
and external communications, plus a skilled and educated work 
force. The traditional resource base of the economy lies in 
timber and hydroelectric power. Almost one-third of GDP is 
exported; consequently, Sweden is a strong supporter of liberal 
trading practices. 
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Privately owned firms achieve nearly 90 percent of industrial 
output; the engineering sector, which includes the production of 
electrical and transportation equipment, machinery, and metal 
goods, accounts for nearly half of all industrial production and 
exports. Much of the high-technology component of this 
production, which is growing, is derived from U.S. technology. 
Sweden spends nearly 3 percent of GDP on research and development. 


Aside from a period of non-socialist rule from 1976 to 1982, the 
Social Democrats have been in power in Sweden since the early 
1930s. Public opinion polls taken in early 1991 indicate that 
the Social Democrats may do poorly in the next general elections, 
which are scheduled for September 1991. This could mean a return 
to non-socialist coalition government in Sweden. 


Traditional Swedish economic policies focus on maintaining full 
employment and promoting a more even distribution of income. 
Fighting double-digit inflation, however, is currently the main 
short-term goal of economic policy. The means used to achieve 
the government’s long-term goals include an active labor market 
policy (i.e., retraining and structural adjustment) and regional 
development policy (i.e., subsidies to economically weak areas). 
The tax burden imposed to help carry out these programs has grown 
from 50 percent of GDP in 1980 to an estimated 56 percent in 
1991, among the highest in the world. 


Broad tax reform is now underway in Sweden. Marginal tax rates 
on personal income had inched up over the years to levels that 
were recognized as detrimental to the work incentive and the 
efficient working of the economy. As of 1991, the government 
reduced marginal income tax rates to 50 percent for the majority 
of taxpayers, and dropped corporate taxes to 30 percent. The tax 
base is now broader, however, and some indirect taxes are 

higher. On the corporate side, social security contributions for 
the work force add a further one-third or so to employers’ wage 
bills. Almost all goods and services for domestic consumption in 
Sweden are subject to a value-added tax. The temporary effective 
rate of 25 percent will revert to 23.46 percent in 1992. 


Trade in industrial products between Sweden and EC and European 
Free Trade Area (EFTA) countries is not subject to customs duty, 
nor is a significant portion of Sweden’s imports from developing 
countries. Import duties are among the lowest in the world, 
averaging less than 5 percent ad valorem on finished goods and 


around 3 percent on semimanufactures. Most raw materials are 
imported duty free. 


The projected formation of the EC Single Market by 1992 has posed 
new challenges. Sweden, along with other EFTA members, is 
currently negotiating with the EC to form a European Economic 
Area (EEA) with free movement of goods, services, capital, and 
persons among its member countries. The target for signing an 
EEA agreement is summer 1991. 
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Traditional Swedish neutrality policies and concerns over 
sovereignty had hitherto precluded consideration of formally 
joining the EC, but with the changed East-West situation, Swedish 
views on EC membership have now changed. These new political 
considerations, coupled with the judgment that additional 
economic benefits can be gained through full Community 
membership, led the Social Democratic government to announce in 
late 1990 that it intended to seek EC membership. It now appears 
that, the formal application may be filed by mid-year 1991, 
defusing the EC question as a possible 1991 election issue since 
other major political parties also favor Sweden’s joining the EC. 


Sweden is still pursuing the EEA agreement, both on its own 
merits and to fill the 4-5 year gap before EC membership could 
become a reality. The country has already done a great deal to 
harmonize its system with EC financial markets; will have to do 
much more in connection with the EEA. For example, Sweden is in 
the process of relaxing its legislation controlling foreign 
takeovers to parallel corporate acquisition practices within the 
EC. Swedish firms have also been gaining footholds within the 
EC--in fact well before the Government decided to join the 
European economic integration process. Of net Swedish 
investments abroad, roughly 70 percent went to EC countries in 


both 1988 and 1989. Preliminary data indicate that the share may 
have reached 90 percent in 1990. 


Political differences over whether to reverse previous decisions 
to begin dismantling Swedish nuclear power plants during the 
1990s were also resolved recently. The early dismantling of two 
reactors has been struck from the agenda, and the country’s 
existing 12 reactors will remain operative until further notice. 
Dismantlement by the year 2010 remains a long-term objective, but 
the rate at which this can be done will depend on the 
availability of electricity at competitive prices and the 
maintenance of employment and welfare standards. 


CURRENT ECONOMIC SITUATION 


Sweden is in the economic doldrums. Official Swedish forecasts 
indicate that GDP in 1991 may actually show a small decline. 
There was an unexpectedly rapid downturn in business activity at 
the end of 1990, and in a recent business survey conducted by the 
Finance Ministry firms report extremely pessimistic production 
plans for the immediate future. These negative cyclical trends 
have been compounded by high inflation fanned by the effects of 
financing the general tax reform and by earlier overgenerous wage 
settlements. Moreover, business activity is also flagging in 
several of the country’s most valued export markets and the 
balance on current account is deteriorating rapidly. 
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Sweden has been awarding itself larger pay rises than those 
gained in its major competitor countries ever since the early 
1980s. The rate of growth of Swedish wage formation has, 
moreover, been fueled by an overheated labor market during the 
past couple of years. 


Combined with low productivity growth, Swedish competitiveness 
has eroded to an extent that it can be said the country stands 
where it was before the 16 percent devaluation of 1982. Today, 
however, the government rules out devaluation as a viable 
solution to its competitive problems. In the present downturn, 
it is allowing unemployment to rise somewhat, which it hopes will 
dampen wage demands and it is actively seeking a nationwide wage 
stabilization agreement. On the inflation front, the rate at 
which prices have been increasing should slow somewhat when the 
effects of indirect tax increases to finance the general tax 
reform of 1990-91 will have worn off. If, as the government 
hopes, wage increases can henceforth be kept to a minimum, the 
general economic situation could begin to show improvement in 
1992. 


Investment policy and banking: Sweden is generally open and 
receptive to foreign investment, except in certain strategic 
areas of the economy or where change of ownership could result in 
severe local unemployment. Various restraints apply to foreign 


purchases into Swedish firms and to the acquisiticn of Swedish 
real estate by foreign entities. Sweden’s intention to seek 
membership in the EC is forcing it to harmonize these practices 
with those of the Common Market, though it is now making a virtue 
of necessity by asserting how beneficial more foreign competition 
will be to the domestic market. A bill to effect necessary 
changes is expected in early 1991. The United States is well 
represented in the Swedish market through subsidiaries, which in 
1989 employed 28,000 people--14 percent of the work force of all 
foreign-owned subsidiaries in Sweden. The book value of direct 
U.S. investment in Sweden at the end of 1989 was estimated at 
$1.1 billion, of which $740 million was in manufacturing and 

$240 million in the wholesale trade. 


On the general investment front, the strong growth which had 
occurred in gross capital formation in Sweden since 1987 slowed 
to around 2 percent in 1990. The turnaround was most apparent in 
the industrial sector, where the rate of growth fell from an 
increase of some 14 percent in 1989 to a decrease of 3 percent in 
1990. The trend is expected to continue in the current year, 
depending on the extent to which wages can be held in check. 
Assuming a more pessimistic outcome to wage restraint efforts, 
gross investment may fall in 1991 by more than 3 percent, and 


investments in industry by as much as 13 percent, albeit from 
earlier high levels. 
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In 1986, Sweden allowed foreign banks to establish subsidiaries 
in Sweden, though not branch offices. By mid-1990, the 
reciprocity pressures of European integration forced Sweden to 
allow foreign banks to open branch offices, enabling them to 
enjoy the full financial backing of their parent corporations. 
The United States is represented in Sweden by two banks: 
Citibank AB, a Swedish subsidiary that functions primarily as a 
wholesale bank and intermediary between customers and its parent 
bank and branches; and Chase Manhattan, which operates a 
representative office. 


Sweden applied a battery of foreign exchange controls until the 
international deregulation process, particularly that in the EC, 
forced it to follow suit in the latter half of the 1980s. By 
mid-1989, the only remaining restrictions involved the 
requirement that Swedish Government bonds acquired by interests 
outside the country must be deposited in a Swedish bank or with 
an authorized stockbroker, and the stipulation that Swedish 
individuals (and some Swedish firms) are still prohibited from 
making deposits in foreign banks and from paying unlimited life 
insurance premiums to insurance companies outside the country. 
Various transaction requirements remain in place to maintain 
statistical coverage and ensure satisfactory tax control. There 
are no restrictions on remittances of profits, of proceeds from 
the liquidation of an investment, or of royalty and license fee 
payments. Similarly, a subsidiary or branch may transfer fees to 
a parent company outside of Sweden for management services, 
research expenditures, etc. In general, yields on invested 
funds, such as dividends and interest receipts, may be freely 
transferred. A foreign-owned firm may also raise foreign 
currency loans both from its parent corporation and credit 
institutions abroad. 


Foreign trade: Trade is vital to Sweden, as is apparent from the 
fact that the country’s combined imports and exports of goods and 
services account for almost two-thirds of its gross domestic 
product. Industry dominates the picture, with manufactured 
products accounting for around 85 percent of exports. Sweden’s 
most important markets are in Western Europe, in part because of 
the free trade area for industrial goods and also because of 
geographical proximity. Of Sweden’s total commodity exports in 
1990, more than half went to the EC and another 20 percent to 
EFTA. In comparison, less than 10 percent went to the United 
States, 3 percent to countries with centrally planned economies, 
and 2 percent to Japan. 


U.S.-Swedish trade: In the decades following World War II, the 
United States enjoyed a trade surplus with Sweden, but by 1983 
the effects of Swedish devaluations and a strengthening dollar 
brought a turnaround in Sweden’s favor. However, the dollar has 
weakened sharply against the krona in recent years, giving 
price-sensitive U.S. goods an extra competitive edge, which is 
now being reflected in the trade figures. In 1990, the U.S. 
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share of Swedish imports was 8.4 percent, up from 8.2 percent in 
1989; the U.S. share of Swedish exports was 8.8 percent, down 
from 9.3 percent in 1989. Sweden’s trade surplus with the United 
States during this period was more than halved to $440 million, 
compared with a 1989 surplus. Three-fourths of Sweden’s exports 
to the United States are automotive products, machinery, and 
electrical equipment, of which half is Volvo and Saab cars (the 
United States imports almost 60 percent of Sweden’s total car 
exports). 


Balance of payments: Sweden enjoyed a trade surplus of 2 percent 
or more of GDP for a number of years, but the surplus fell to 
around 1 percent in 1990, chiefly because of deterioration in the 
country’s terms of trade. (The prices of important export 
commodities developed less favorably than expected at the same 
time that oil prices rose.) The government predicts continued 
weakening of the trade balance in the current year, but hopes the 
tide will turn in 1992. 


Sweden’s current account balance has gradually deteriorated 
during the past 5 years. Besides the negative trend in the trade 
balance, the main reason for the deterioration can be found in 
the figures for net tourism and return-on-capital. Deregulation 
of currency control brought considerable increases in direct 
outgoing investment, much of which is financed from abroad. 
Interest payments on this borrowing are debited against the 
current account balance. Swedish acquisitions of foreign firms 
have increased sharply during the past few years, particularly in 
the EC area. Total net outgoing investment rose from 

SEK 32 billion ($5.2 billion) in 1988 to almost SEK 44 billion 
($6.8 billion) in 1989, of which SEK 32 billion ($5.0 billion) 
went to the EC and SEK 7 billion ($1 billion) to the United 
States. Overall, the balance on current account showed a deficit 
of about SEK 33 billion ($5.6 billion) in 1990, 2.4 percent of 
GDP. This was a deterioration of about SEK 18 billion 

($3 billion) compared with 1989. The balance is expected to 
deteriorate further, to around SEK 50 billion ($9 billion) or 

3.5 percent of GDP in 1991 and to 4 percent of GDP in 1992. 


Clear signs of weakening in business activity were apparent in 
the fall of 1990, but the minority government did nothing to 
apply the necessary restraint to the economy when Parliament 
reconvened. This gave rise to rumors of impending devaluation, 
and investors fled from the krona, causing a heavy outflow of 
foreign exchange. This in turn forced the Central Bank to 
intervene and raise interest rates to reverse the flow of 
currency. The government followed with a bill to boost 
confidence in the economy, which included a declaration of intent 
by the government to seek membership in the EC, as well as strong 
assurances that a Swedish devaluation was out of the question. 
Currency flowed back into the country after these moves, and 
foreign exchange reserves stood at a record-high level by the end 
of the year. Interest rates, too, normalized, although they 
still remain above levels in most Western European countries. 





=-9- 


Industrial production: Industry employs roughly one-quarter of 
Sweden’s labor force. The latest upswing in the industrial 
business cycle peaked out in 1989. By the end of 1990, capacity 
utilization was rapidly approaching the level that prevailed in 
the protracted trough of 1980-82, and the inflow of orders was 
falling off from both export and domestic markets. Industrial 
production declined by around 2 percent in 1990 and may well 
continue to decline by another 2 percent this year. Industrial 
expectations for the first half of 1991 are very pessimistic. 

The government hopes that some recovery may be discernible by the 
end of 1991, but the Federation of Swedish Industries and several 
of the major commercial banks believe matters will get worse 
before they get better. The Federation believes that the 
government’s advance release of almost $4 billion in investment 
fund reserves in 1991 will have only a marginal effect on slowing 
the decline in domestic business investment during the year. 


Agriculture: Farming and forestry together account for 3 percent 
of Sweden’s GDP. Excellent planting conditions in the fall of 
1989 increased 1990 crop production. Grain production increased 
15 percent last year to 6.3 million tons. The government’s 
agricultural set-aside program in 1991 is expected to take 
300,000 hectares of cropland out of production, about the same 
area as was retired from production in 1990. 


In June 1990, the Swedish Parliament made an historic decision on 
a revised agricultural and food policy for the 1990s. All of the 
government’s goals on food security and fair income to farmers 
were to have been achieved through price supports to the 
agricultural sector. In practice, however, farmers’ incomes 
remained unevenly distributed and surpluses were exported under a 
costly subsidy scheme. Consumer food prices are very high, which 
has caused the government to take the first steps toward a more 
market-oriented production system. Under the newly adopted 
policy, agricultural production will be geared to satisfy only 
domestic demand as regards volume, prices, choice, and quality. 
There is a growing debate within Sweden concerning the need to 
reduce border protection in the interest of Sweden’s food 
consumers. But according to the Parliament’s decision, internal 
prices and import levies will be maintained at current levels 
until the Uruguay Round is concluded. 


Forestry: Forestry and the forest industry form an important 
part of the Swedish economy. Export revenue from the forest 
industry is one of Sweden’s main sources of income. Sweden’s 
forest industry is rated among the most efficient in the world 
and it is an industry in which Sweden is a leading international 
player. The value of total forest products exports in 1990 is 
estimated at SEK 65 billion ($11 billion). Capacity utilization 
within the industry remained high at about 90 percent. Paper and 
pulp production remained at about the same levels as in 1989, 
8.4 and 10 million tons, respectively. Lumber production 
increased by 3 percent compared with 1989 to 11.6 million cubic 
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meters. Domestic raw material deliveries are showing a steady 
increase and reached 71 million cubic meters in 1990. Imports of 
wood chips, pulpwood, and lumber declined by over 20 percent, 
mainly because of the higher domestic deliveries. 


Labor and collective bargaining: As labor costs have continued 
to rise and export competitiveness to erode further, the major 
focus of collective bargaining has moved to seeking voluntary 
wage restraint. Considerable progress has been made, but the 
final step of going from agreement in principle to formal 
concurrence has been difficult. Unions are concerned about 
whether the cost of living really will be restrained along with 
wages. Salaried workers’ unions are insisting on being able to 
negotiate their salaries at the work place level. This, in turn, 
touches on the key issue of higher pay for higher productivity, 
which public sector unions oppose. There is broad agreement that 
having wages rise at rates of 1988-90--about 10 percent per 
year--is not an option. 


With labor cost and productivity figures showing an even worse 
trend in 1990, new discussions between the government and key 
labor market organizations led to the formation of a Rehnberg 
Commission, tasked with formulating guidelines to cover future 
wage stabilization agreements. Labor stipulated that the 
guidelines should be agreed to by all negotiating parties, cover 


the same time period for everyone, and have equal effect across 
the negotiating arena. Further, an agreement must constrain wage 
drift and have some provision for holding down prices. 


The Rehnberg formula, as it has emerged, would hold wage 
increases to 3-4 percent until March 1993. Restraint is to be 
greater in the first year, in order to have an immediate impact 
on costs, prices, and competitiveness. This year, the total wage 
cost increase would be about 5 percent, half of what has been the 
annual rate, and only 0.5 percent would be actual wage 

increases. For the 2-year period, it would total around 

8 percent, with other wage cost factors included. 


If total annual wage increases can indeed be kept below 

5 percent, this would be dramatic for Sweden and could be 
expected to improve its relative situation among OECD countries 
considerably. In the meantime, the government hopes labor market 
organizations will use the 2-year breathing space of a 
stabilization accord to overhaul the wage formation process. So 
far, more than 85 percent of organized labor has endorsed the 
proposed agreement. Most who have accepted have done so on 
condition that the agreement be universal. Efforts to bring the 
remainder of unions on board are continuing. Many remain 
pessimistic that voluntary wage restraint will really take hold 
despite the apparent progress to date. 
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As a last resort, a wage control law making the proposed 
guidelines binding may be necessary, at least to prevent the 
holdouts in key positions from striking. Extension of existing 
wage agreements is another alternative in the event of an 
impasse. Whether the government could muster the votes for such 
legislation is uncertain, however. 


Public sector consumption: The central government budget has 
been consolidated from a deficit equivalent to 13 percent of GDP 
in 1982 to an estimated balance in revenues and expenditures in 
recent years. This situation has been achieved by a combination 
of general budgetary austerity and a rapid growth of revenues 
resulting from brisk business activity in the 1980s, which also 
made it possible to scale down labor and industrial support 
programs. The financial position of the consolidated public 
sector (central and local governments plus the social security 
sector) has improved considerably during the current decade in 
parallel with the elimination of the budget deficit. Froma 
deficit of 7 percent of GDP in 1982, public sector finances 
showed a surplus equivalent to 5 percent of GDP in 1989. Total 
taxes and employers’ social security contributions represented no 
less than 56.8 percent of GDP in 1990 (taxes from personal income 
were 

22 percent; corporate tax, just under 3 percent; spot taxes, 

15 percent; employers’ social security contributions, 17 percent; 
and the hefty value-added tax, 8 percent). 


Personal consumption: A broad general tax reform was introduced 
in 1990 and 1991. The 1990 stage of the reform was more or less 
revenue-neutral for households, but in 1991 special increases are 
being made in pensions, child benefits, and rent subsidies to 
neutralize adverse effects for low-income brackets. The tax 
reform will boost 1991 real disposable income by about 2 percent, 
depending on how much wage restraint can be exercised. Pessimism 
about how the economy will develop in 1991 and uncertainty among 
households as to the effects of the tax reform will dampen 
personal consumption to around 1 percent in 1991, according to 
government forecasts. 


Prices: Industrial wages in Sweden have been rising several 
percentage points faster than a weighted average of competitor 
countries since 1983. Last year was no exception. Industrial 
wages increased by 6 percent in Germany, by 3.5 percent in Japan, 
and by just under 5.5 percent in the United States. In Sweden, 
the corresponding figure was around 9.5 percent. This increase 
had its effect on consumer prices, whose increase was augmented 
by the effects of financing the tax reform. Measured from 
December 1989 to December 1990, the Swedish consumer price index 
rose by more than 11 percent. Rising unemployment, a local 
government tax freeze, and a concerted effort to achieve wage 
restraint in 1991 will help to reduce inflation somewhat, but 
many observers do not expect inflation to be reduced to much 
below 10 percent by the end of 1991, despite more optimistic 
forecasts by the Social Democratic Government. 





IMPLICATIONS FOR U.S. EXPORTERS 


The stabilization of the dollar has already led to an improvement 
in the price competitiveness of U.S. products and awakened an 
increased interest among Swedish buyers in the United States as a 
potential supplier of price-sensitive products in addition to the 
high-tech products which Sweden has been buying from the United 
States in recent years. U.S. figures showed a rise of 8 percent 
in U.S. exports to Sweden in 1990 to $3.4 billion, following a 

16 percent rise in 1989. Although this growth rate cannot be 
expected to be sustained, Sweden should remain an interesting 
market for U.S. exporters. The following markets offer excellent 
export opportunities: 


Computers and Related Equipment. This market reached around 

$3 billion in 1990 and is expected to grow by 15 percent a year. 
Of particular interest are add-on input/output equipment, 
networks, and graphics. The Swedish software market also offers 
good prospects. The personal computer applications software 
market was estimated at $100 million in 1990. This market, 
together with the systems software market, will increase on an 
average of 15-20 percent per annum during the next 3 years. 


Medical Equipment and Supplies. In 1990 total demand was 
estimated at $525 million and U.S. imports at $112 million. 
Health care will continue to be oriented away from hospitals and 
toward local health care centers. Thus demand will remain stable 
for screening equipment (including x-ray), as well as analytical 
laboratory equipment. Interest remains strong for new techniques 
such as non-invasive biophysical measurement, less harmful means 
of obtaining anatomical images, and improved drug delivery 
systems. 


Agricultural Products. Sweden offers a good market for U.S. 
agricultural products, particularly apples, pears, cotton, 
tobacco, and wine. There are some opportunities for U.S. exports 
of certain types of hardwoods and plywoods, as well-forested 
Sweden has a very limited variety of tree types. 


Tourism. Sweden offers great opportunities for U.S. travel and 
tourism-related organizations. According to recent studies, the 
United States is the most preferred long-haul destination for 
Swedes. In the wake of the weakened dollar, there has been a 
sharp increase in the number of Swedes visiting the United 
States. Enjoying a minimum of 5 weeks vacation, a high standard 
of living, and no visa normally required in the United States, 
Swedes have both the time and the means to travel. 


The Commerce Department (at 202-377-4414) and the Agriculture 
Department (at 202-447-2791) offer specific information on a 
number of export services. 


* U.S. Government Printing Office : 1991 - 2g2-996/20053 





